REVENUE SOURCES

REVENUE DEFINITIONS AND GUIDELINES FOR EXPENDITURE
OF CAPITAL IMPROVEMENT FUNDS

The following information is intended to provide detailed explanation of the revenue sources
comprising this plan. There are nine general funding sources that fund the CIP: General Funds,
Traffic Mitigation, Bedroom Tax, Gas Tax, NPDES, Measure C, Traffic Congestion Relief
Funds, Redevelopment Funds and Grants.

The most consistent revenue sources for the CIP are from Gas Tax allocations and Measure C
funds. These revenue sources have statutory restrictions regarding what types of expenditures are
allowed under the controlling statute.

Below are definitions and guidelines for the expenditure of these revenues used for financing
Capital Improvement Projects.

GENERAL FUND - City General Fund

There are no restrictions on direct General Fund contributions. The General Fund allocated
approximately $1,000,000 annually for the past two years and is scheduled to increase funding
amounts to compensate for other funding shortfalls. This budget cycle will contribute a total of
$1,520,000 in FY06/07 and $515,000 in FY07/08 with $534,000 expected in project grant
reimbursements. The distribution of General Fund monies will subsidize capital projects
including the Golf Club Road Bridge Water Main Relocation Project, Street Resurfacing
Program, City Hall Modifications, WiFi Phase II, City Facilities Surveillance System and
Landslide Repair Projects. '

The General Fund indirectly contributes to capital improvements through the support of the
Maintenance and Engineering Divisions staff activities. These divisions provide staff support to
the CIP by maintaining roads, traffic signals and medians, as well as, administering and carrying
out the construction of capital projects.

TRAFFIC MITIGATION — Pleasant Hill Developer Tax

Traffic Mitigation Funds (TMF) are collected from development fees. City Council approved and
amended our Traffic Mitigation Fee Ordinance on October 6, 2003. The new Ordinance No. 779
establishes a new fee schedule and use of collected fees. TMF are now divided into two separate
accounts. Those fees collected prior to December 6, 2003 identified as TMF (Fund 8) those
collected on or after December 6, 2003 Identified as TMF (Fund 6). TMF (Fund 8): Are fees
collected for the improvement of existing streets in order to increase their traffic carrying
capacity.
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TMF (Fund 6): Are fees collected for upgrades, expansions or additions to the City systems of
street improvements and related transit, bicycle and pedestrian facilities. Traffic Mitigation Fund
revenues vary from year to year based on developer activity. Projected revenues are expected to
vary from $30,000 to $57,000 per year for the next six years.

BEDROOM TAX — Pleasant Hill Tax

Bedroom Tax Funds are collected from development fees and are to be used for the improvement
of public facilities. The Bedroom Tax Fund revenues vary from year to year based on developer
activity and is typically allowed to accumulate until funds are large enough to fund larger
projects. Projected revenues are expected to vary from $3,500 to $7,500 per year.

GAS TAX - State of California Gasoline Taxes

The authorization for the levy and expenditure of gas taxes is codified in the California Streets
and Highways Code, Sections 2105, 2106, and 2107. Gas tax is apportioned to cities based upon
three factors: vehicle registration, assessed valuation and population.

In the City of Pleasant Hill, gas tax is accounted for in special Revenue Funds 12 and 14. There
are restrictions on how this money may be spent. Gas tax funds are audited by the State
Controller's Office annually on a retrospective basis. "If an expenditure is for a legal purpose,
valid, and supported by sufficient competent evidential matter, no exception will be deemed
necessary." Failure to expend gas tax for approved purposes will subject the City to having any
disallowed expenditures withheld from a subsequent year's allocation.

a. SECTIONS 2105, 2106 (12-3631) & 2107 (12-3632) GAS TAX

Gas tax allocated under Streets and Highways Code Section 2105 was approved by voters
in June of 1990 as Proposition 111. Proposition 1 11 provides funding for much of the
freeway widening work in the State. The Proposition also provides revenues to local
jurisdictions to enhance roadway improvement expenditures. The combined revenue
(sections 2105, 2106 & 2107) average $517,000 annually. There are three classifications
of eligible expenditures for these revenues:

Construction: "The building or rebuilding of streets, roads, bridges, and construction of
right-of-ways or their component parts to a degree that improved traffic service is
provided, and geometric or structural improvements are effected including allocated
administration and engineering services incurred and directly related to the above."
Construction work includes three categories:
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1. New location: Where construction deviates from the existing alignment and
produces a new street.

2. General reconstruction: Where the geometric and structural features are
significantly changed or a roadway realignment is accomplished.

3. Betterments: Enhanced traffic operation and increase to the life of capital
facilities.

Maintenance: "The preservation and upkeep of a street or road constructed condition, and
the operation of a street or road facility and its integral services to provide safe,
convenient, and economical highway transportation." Maintenance is divided between:

1. Physical: Preservation of a highway to preserve it in its original condition or an
improved condition.

2. Traffic: Services to provide safe, convenient and economical travel. In Pleasant
Hill, we expend $175,000 annually on traffic signals, and street lighting
maintenance.

Overhead: "Those elements of cost necessary in the production of an article or
performance of a service which are of such a nature that the amount applicable to the
functions are not readily discernible. Usually they relate to those objects of expenditure
which do not become an integral part of the finished product or service."

Overhead is only allowed if there is an existing approved cost allocation plan that
distributes overhead to all departments. The City of Pleasant Hill has chosen not to charge
overhead costs to gas tax projects.

b. SECTION 2107.5 GAS TAX (14-3633)
Based upon population alone, gas tax revenues allocated under Streets and Highways
Code Section 2107.5 amounts to $6,000 each year and may be spent on streets and related
engineering and administrative costs. The City generally accumulates several years of this
fund and interest in Fund 14, and then spends it on a project. As of July 1, 2006 there is
approximately $41,712 in Fund 14.

NATIONAL POLLUTANT DISCHARGE ELIMINATION SYSTEM — NPDES FUNDS

The City as a participating member of the Contra Costa County Flood Control and Water
Conservation District receives NPDES Funds. The City collects these fees through a citywide
assessment. Only a portion of the funds is allocated to the CIP. On average $147,000
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(next 6 years) will fund eligible NPDES capital programs and projects. The use of NPDES
Funds are restricted to approved “NPDES Activities” such as inspection and maintenance of
storm drain facilities to reduce, eliminate and prevent stormwater contamination from entering
waters of the United States.

MEASURE C - Measure ""C" County - Wide Sales Tax

Measure "C" funds commonly referred to as "Return to Source" funds. Return to Source revenues
are estimated on an average of $500,000 annually. A portion of these funds is used to pay for
tasks associated with the administration of Measure “C”. The current Measure “C” will expire in
7009. The Contra Costa Transportation Authority re-approved the half cent tax measure, for the
next 20 years, in the November 2006 Measure J ballot.

Return to Source funds "supplement existing revenues being used for transportation
improvements and programs." To meet this requirement, the City must continue to maintain
street and road expenditures at levels that were reported in the State Controller's Report of
Financial Transactions for Streets and Roads - Fiscal Year 1986-87 (adjusted for

' non-discretionary expenditures). These expenditures are referred to as "Maintenance of Effort"
(MOE). Our base year MOE expenditures were $1,019,834.

If a city does not meet its MOE in a given year, the Return to Source funds will be decreased in
the subsequent year by an amount equal to the difference between the MOE and the City's actual

expenditures.

" An annual calculation must be performed for the Measure "C" MOE and is subject to review by
the Transportation Authority. Any extraordinary changes in the level of funding received which
would require a revision to the 1986/87 base must be brought to the Transportation Authority's
Board for special consideration.

REDEVELOPMENT FUNDS

A portion of redevelopment funds is used for capital improvements within redevelopment areas.
Redevelopment fund sources include loans, grants, issuance of tax allocation bonds and tax
increment financing. The City of Pleasant Hill’s primary revenue sources for Redevelopment
Funds is tax incremental financing. As a redevelopment area improves and properties are sold
the property tax revenues increase based on reassessed property values. The Redevelopment
Agency receives the incremental increase in property taxed minus some government mandated
tax allotments that fund other programs.
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GRANTS - Other Funding Sources

Grant sources consist of the capital improvement grant funds that are made accessible to local
agencies from time to time. In recent years, the City has utilized grants from Federal and State
Agencies for transportation projects such as Gregory Lane Pavement Rehabilitation Project,
Pleasant Hill Road Pavement Rehabilitation Project and Taylor Boulevard Pavement
Rehabilitation Project. These funding sources continually change as funding programs are
discontinued while others are created.

Nearly all grant programs require significant levels of effort for project planning and
development before an application is made. The granting bodies then review applications and are
ranked using a rational criteria tailored to the goals of the program. An application to a grant
program does not assure funding.

Once funding is approved the City must use its own money up front to design and/or build a
project. The City must then submit documentation and request for reimbursement. This means
that it is important to keep a balance available in applicable funds to front project cost and apply
for grant reimbursement in a timely way during and after project completion.

This capital program reflects grant awards totaling $1,653,000 for the next two years following
projects:

e GCRBR - Water Line Relocation Project

e Taylor Boulevard Overlay Project (Morello Avenue to Grayson Road)
e Bridge Barrier Replacement at Taylor Boulevard (at Grayson Creek)
e Sidewalk Installation Grayson Road and Brandon Road

e Landslide Repairs

e Contra Costa Boulevard Pavement Rehabilitation

To accelerate the implementation of the Capital Improvement Plan and to enable the "leveraging"
of existing revenues, the City will continue to pursue grants.

TRAFFIC CONGESTION RELIEF FUNDS - State Gasoline Sales Tax

Traffic Congestion Relief Funds (TCRF) is the local jurisdiction’s share of state gasoline sales
tax. The funds are earmarked for maintenance, rehabilitation, or reconstruction projects on public
streets. This fund also has a Maintenance of Effort (MOE) requirement for the original allocation
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and “use it or lose it” provision. The MOE requires the City to maintain annual General Fund
spending on street projects as calculated at the time of the original allocation of TCREF. TCRF
revenues will average $150,000 annually.
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Capital Improvement Plan
Projected Contributions Per Fund
(Table Attached)

13



“(310%S$) "qeyal uaweed go0 pue 199[o

-9|qe) OAOGE Uj UMOUS JOU JUSWISSINGUIID] 894 8SUSDIT BIOIUSA 000°12S$ & 18104 20-9002 Ul papnjou; ¢

siredoy apijspue A pue ¥ea1d uosAels) pue pieas|nog
14 YEMBPIS PEOY UOSARID) pue peCY uopuelg {gu0D) wetueoe|dey obpug peoy qnid JIo

J0ke | je aweoe|dey Jeleg obpug
o Joj uswesInguias Jueld sepnjoul ‘g

€00z ‘9 Joqueoaq o} Joud pejos||od sead uoneBmW oelt ‘L

:SB10N
¥66°LLS 9Z6'v¥$  S11$ 006$ ov0'c$ 588% 6G1°C$ 0s$ GZ0‘'L$ 051L% ¥80°'v$ (€) Zijog/9 1Y) suonNqRU03 3]
019'1% 0% 0% 0G1$ G8r$ 001$ G1Z$ 0% 0% 0% 009% uonnquiuog payalord  ZL-L10Z
00G°1L$ 0$ 0% 051$ oov$ 001$ 052$ 0% 0% 0% 009$% uonnquuoy peosfold  11-0100Z
190°v$ /161 0% 051$ 065% 001$ GZy$ 0% 0% 0% 6198% uonnqinuog peyodfold  01-6002
€06°c$ 9G669% 0% 0S8 ww 89/9% 00L$ 00¥$ : 0% TR | 0% ¥0G$ uonnquiuog paoafoid  60-8002
A4S Pv$ Gl1$ 0619 16V% G82% G29% Gz$ 0% 0GL$ (A% uonnguyuog pejoefoid  80-2002
86Y'v$ 609°L$ 0% 0GL$ 00¢$% 00Z$ c19% GZ% 0% 0% 0£0‘1$ uonnquod pajoafold  20-900Z
© TvLOL Zsweln  spund SpunJ 5 S30dN Xel el Iy uohebmiN ___ UOHEbBIN  (LIN) Pund ALIALOV STETN
1810 ‘A3qay  Buopoyel  ansesiy seo wooipag oyell oygell CICTEED) QVASIE

) e 1z 6l 43 oL 80 90 10

(ssefjop jo spuesnoy) uj mojag sainbly )

syoafoid dID Z10Z-200Z 03 SNOILLNEIINOD d3103rodd
S$39HUNOS SANNIATY - NV1d LINIFWIAOULII TVLIdVD

14



REVENUE SOURCES

Annual Fund Revenues
and Expenditures Breakdown
(Tables Attached)
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